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To avoid the application of paragraph 
(a) of this section, an organization de-
scribed in section 501(c) that is exempt 
from taxation under section 501(a) 
may, if it is consistent with its exempt 
status, establish and maintain such a 
separate segregated fund to receive 
contributions and make expenditures 
in a political campaign. If such a fund 
meets the requirements of § 1.527–2(a) 
(relating to the definition of a political 
organization), it shall be treated as a 
political organization subject to the 
provisions of section 527. A segregated 
fund established under the Federal 
Election Campaign Act will continue 
to be treated as a segregated fund when 
it engages in exempt function activi-
ties as defined in § 1.527–2(c), relating to 
State campaigns. 

(g) Effect of expenditures on exempt sta-
tus. Section 527(f) and this section do 
not sanction the intervention in any 
political campaign by an organization 
described in section 501(c) if such activ-
ity is inconsistent with its exempt sta-
tus under section 501(c). For example, 
an organization described in section 
501(c)(3) is precluded from engaging in 
any political campaign activities. The 
fact that section 527 imposes a tax on 
the exempt function (as defined in 
§ 1.527–2(c)) expenditures of section 
501(c) organizations and permits such 
organizations to establish separate seg-
regated funds to engage in campaign 
activities does not sanction the partici-
pation in these activities by section 
501(c)(3) organizations. 

[T.D. 7744, 45 FR 85734, Dec. 30, 1980] 

§ 1.527–7 Newsletter funds. 
(a) In general. For purposes of this 

section, a fund established and main-
tained by an individual who holds, has 
been elected to, or is a candidate (with-
in the meaning of section 41(c)(2)) for 
nomination or election to, any Federal, 
State, or local elective public office for 
the use by such individual exclusively 
for an exempt function, as defined in 
paragraph (c) of this section, shall be a 
newsletter fund. If assets of a news-
letter fund are used for any purpose 
other than the exempt function of the 
newsletter fund as defined in paragraph 
(c) of this section, such amount shall 
be treated as expended for the personal 
use of the individual who established 

and maintained such fund. In addition, 
future contributions to such fund are 
treated as income to the individual 
who established and maintained the 
fund. In such a case, the facts and cir-
cumstances may indicate that the fund 
was never established and maintained 
exclusively for an exempt function as 
defined in paragraph (c) of this section. 

(b) Determination of taxable income. A 
newsletter fund shall be treated as if it 
were a political organization for pur-
poses of determining its taxable in-
come. However, the specific $100 deduc-
tion provided by section 527(c)(2)(A) 
shall not be allowed. 

(c) Exempt function. For purposes of 
this section, the exempt function of a 
newsletter fund consists solely of the 
preparation and circulation of the 
newsletter. Among the expenditures 
treated as preparation and circulation 
expenditures of the newsletter are: 

(1) Secretarial services, 
(2) Printing, 
(3) Addressing, and 
(4) Mailing. 
(d) Nonexempt function purposes. 

Newsletter fund assets may not be used 
for campaign activities. Therefore, an 
exempt function of a newsletter fund 
does not include: 

(1) Expenditures for an exempt func-
tion as defined in § 1.527–2(c) or 

(2) Transfers of unexpended amounts 
to a political organization described in 
section 527(e)(1). 

(e) Excess funds. Excess funds held by 
a newsletter fund which has ceased to 
engage in the preparation and circula-
tion of the newsletter are treated as 
expended for the personal use of the in-
dividual who established and main-
tained such fund. However, to the ex-
tent such excess funds are within a rea-
sonable period of time: 

(1) Contributed to or for the use of 
any organization described in para-
graph (1) or (2) of section 509(a) which 
is exempt from taxation under section 
501(a), 

(2) Deposited in the general fund of 
the U.S. Treasury or in the general 
fund of any State or local government 
(including the District of Columbia), or 

(3) Contributed to any other news-
letter fund as described in paragraph 
(a) of this section, 
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the excess funds are not treated as ex-
pended for the personal use of such in-
dividual. In such a case the individual 
is not allowed a deduction under the 
Internal Revenue Code of 1954 for such 
contribution or deposit. 

[T.D. 7744, 45 FR 85735, Dec. 30, 1980] 

§ 1.527–8 Effective date; filing require-
ments; and miscellaneous provi-
sions. 

(a) Assessment and collections. Since 
the taxes imposed by section 527 are 
taxes imposed by subtitle A of the 
Code, all provisions of law and of the 
regulations applicable to the taxes im-
posed by subtitle A are applicable to 
the assessment and collection of the 
taxes imposed by section 527. Organiza-
tions subject to the tax imposed by sec-
tion 527 are subject to the same provi-
sions, including penalties, as are pro-
vided for corporations, in general, ex-
cept that the requirements of section 
6154 concerning the payment of esti-
mated tax do not apply. See, generally, 
sections 6151, et. seq., and the regula-
tions prescribed thereunder, for provi-
sions relating to payment of tax. 

(b) Returns. For requirements of fil-
ing annual returns with respect to po-
litical organization taxable income, see 
section 6012 (a) (6) and the applicable 
regulations. 

(c) Taxable years, method of account-
ing, etc. The taxable year (fiscal year or 
calendar year, as the case may be) of a 
political organization is determined 
without regard to the fact that such or-
ganization may have been exempt from 
tax during any prior period. See sec-
tions 441 and 446, and the regulations 
thereunder in this part, and section 
7701 and the regulations in Part 301 of 
this chapter (Regulations on Procedure 
and Administration). Similarly, in 
computing political organization tax-
able income, the determination of the 
taxable year for which an item of in-
come or expense is taken into account 
is made under the provisions of sec-
tions 441, 446, 451, 461, and the regula-
tions thereunder, whether or not the 
item arose during a taxable year begin-
ning before, on, or after the effective 
date of the provisions imposing a tax 
upon political organization taxable in-
come. If a method for treating bad 
debts was selected in a return of in-

come (other than an information re-
turn) for a previous taxable year, the 
taxpayer must follow such method in 
its returns under section 527, unless 
such method is changed inaccordance 
with the provisions of § 1.166–1. A tax-
payer who has not previously selected 
a method for treating bad debts may, 
in its first return under section 6012 (a) 
(6), exercise the option granted in 
§ 1.166–1. 

(d) Effective date. Except as provided 
in paragraph (b)(2) of § 1.527–6 and in 
paragraph (a) of § 1.527–9, the regula-
tions under section 527 apply to taxable 
years beginning after December 31, 
1974. 

[T.D. 7744, 45 FR 85735, Dec. 30, 1980; as 
amended by T.D. 8041, 50 FR 30817, July 30, 
1985] 

§ 1.527–9 Special rule for principal 
campaign committees. 

(a) In general. Effective with respect 
to taxable years beginning after De-
cember 31, 1981, the tax imposed by sec-
tion 527(b) on the political organization 
taxable income of a principal campaign 
committee shall be computed by multi-
plying the political organization tax-
able income by the appropriate rates of 
tax specified in section 11(b). The polit-
ical organization taxable income of a 
campaign committee not a principal 
campaign committee is taxed at the 
highest rate of tax specified in section 
11(b). A candidate for Congress may 
designate one political committee to 
serve as his or her principal campaign 
committee for purposes of section 
527(h)(1). If a designation is made, it 
shall be made in accordance with the 
requirements of paragraph (b) of this 
section. A candidate for Congress may 
have only one designation in effect at 
any time. Under 11 CFR 102.12, no polit-
ical committee may be designated as 
the principal campaign committee of 
more than one candidate for Congress. 
Further, no political committee that 
supports or has supported more than 
one candidate for Congress may be des-
ignated as a principal campaign com-
mittee. No designation need be made 
where there is only one political cam-
paign committee with respect to a can-
didate. 

(b) Manner of designation. If a can-
didate for Congress elects to make a 
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